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The  preblem  of  f ore i^;n^  markets  is  of  great  Importance  in  appraisinjE;  the 
postv/ar  cotton  situation.    This  is  so  sinrply  because  v/e  have  developad  a 
cotton  producing  capacity  in  this  ountry  capable  of  supplying  far  more 
than  our  domestic  requirements.     If  v/e  do  not  have  foreign  markets  we  will 
have  t(»  cut  down  our  production  drastically. 

Admittedly,  an  ap-nraisal  of  postv/ar  foreign  markets  must  be  highly  .. 
speculative,  ■  There  are  a  good  many  unknov/ns  in  the  situation,  xTevarthe- 
less,.we  vfill  be  borrowing  trouble  if  we  take  the  position  that  the  future 
is  thscure  and  uncertain  and  ve  must  ,iust  wait  and  see  what  happens.  Vhile 
wo  may  be  able  to  see  only  dimly  the  many  facets  of-  the  postwar  situation," 
we  can  make  certain  assumptions  on  the  basis  of  past  e^erience  and  loresent 
conditions  and  then  sonsider  what  o\ir  program  f»r  retaining  foreign  oarkets 
should  be  under  the  jr^st  likely  of  the  various  ptssloili'ties . 

The  prints  concerniiiig  which  it  is  necessary  to  tr-y  to  aake-  e»me  assujirptions 
may  'be  listed  as  follows: 

1..  .  The  exportable  sxirplus  position  of  the  United 
•itat  e-s-         ■        - .  .  ,j  . 

.2.    The  exportable  surplus  situations  in  other 
«:^jorting  countries 
■   ■  -  3*    ^1^6  probablQ,  requiremf^nts  of  the  cott-on  import-^ 
ing  countries  of  the  \/orld,  and  finally 
U.    Thfl  share  of  the  world  cotton  narket  that  the 
United  States  mighty  expect  to  get -under 
various  possible  postwar  conditions. 

First,  ^hen,  as,  to,  the  su~)ply  of  cotton  in  the  Unit-od  States.     I  have 
already  8wcf;ested  that^.  if  v/e  have  no  foreign  markets  wa  must  cut  dowa  o\ir 
productioji.    Of  this  I  ^hink  there  can  be  no  douW .    iWen  during  the  war, 
with  o\ir,  d^vnestic  consximption  greatly  increased,  we  have  been  accumulating 
excess  su;)plle.s.    Domestic  consumption  is  likely  to  b©  lower.  af,ter  the  war 
rather  than  higher,  so  the  .conclusion  must,  be  that,  with  present  acreage 
and  iri elds,  we  \'ill  be  producing  an  exportable  ^jirtjlua.. 
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Secondly,  we  «ust  Kake  sone  assimTotion  as  to  the  su^oplies' that  jnay  be 
available  in  other  exTDortin^':  countries.     This  is  not  as  easy  to  axsnraise  as 
ouj"  domestic  su  mly  situation,  since  in  some  cases,  as  in  ')fyx)t,  cott*>n  pro- 
duction has  been  |R;reatly  reduced  while  in  others,  such  as  Brazil,  production 
has  been  expanded  -  in  the  latter  case  in  sioite  of  a  falling:  off  in  exioorts. 
But  taking  a  f:;eneral  vievr  we  do  knov;  that,  even  with  a  net  reduction  of 
cotton  production  in  foreign  countries  during  the  vra.r,  there  has  been  a 
very  mc^rked  ir^orease'  in  the  carryover  stocks  of  foreif^n  p'rbduced  cotton. 
Such  carryover  stocks  of  foreif;n  cotton  have  risen  from  7)5^^^*000  bales  in 
the  il939-i+0  season  to  1^4-, 380, 000  bales  in  the  iql+^-U5  seasen.     It  is  evident 
that,  immediately  after  the  war,  supplies  of  forei^^n  cotton  are  ro'lnf  to  be 
ab.undant .     In  the  longer  run,  with  the  removal  of  wartime  handicaps  to  pro- 
duct^ion,  there  is  every  reason  to  expect  that  foreign  production  will  at 
least  regain  its  prev/ar  status, 

A  third  assuirotion  has  to  be  made  as  to  the  likely  requirements  of  the  cetton 
iteptrting  countries  of  the  world  and  the  relc'tion  of  these  re  uirements  t3 
the  available  exportable  supplies  in  the  producing  countries.     It  is  extremely 
difficult  to  estimate  these  requirements.    Perhaps  the  best  way  t»  tackle  it 
is  to  consider  v/hat  the  trend  of  import  requirements  was  before  the  v>ar ,  the 
effect  of  the  substitution  of  synthetic  fibers  for  C'Stton,  and  finally  v/hat 
the  general  international  economic  and  trade  sitiiation  may  be  after  the  war. 

As  regards  the  first  point,  the  trend  of  world  in?o«rt  requirements  before 
the  war.  It  is  I  think  of  interest  that  during  the  inter-war  period  the 
amtunt  of  cetton  entering  into  v/orld  trade  tended  t»  fluctuate  in  the  "neigh- 
borhood of  131000,000  bales  per  ?nnum.     There  is  no  defi.iite  indication  of 
either  a  rising  or  declining  trend.    This  fact  by  itself  is  loerh^po  ef  no 
great  significance.    But  it  is  significant  th.'^t  during  the  same  period  world 
cotton  consum-otion  did  show  a  definite  uward  trend.   /This  rise  in  v/orld  con- 
sumption at  a  time  v/orld  trade  was  barely  holding  its  ov/n  is  explained  by  the 
fact  that  the  cotton  growing  countries  were  doing  more  manufacturing  of 
textiles  for  domestic  use  as  vrell  as  for  e:rport.    There  has  been  an  accentua- 
tion of  this  tendency  during  the  present  war,  particularly  in  India  and  Brazil, 

A  second  iflmortant  factor  in  t]ie  postv/ar  cotton  inroort  situ'^tion  concerns 
the  "Droblem  of  substitute  fibers.     It  is  clear  that  during  the  war  there  has 
been  a  ^i^arked  expansion  in  the  -orcduction  of  synthetic  fibers,  particularly 
in  the  countries  v/hich  before  the  v'ar  vrero  large  importers  of  cotton.    To  a 
considf^rable  extent  this  development  has  been  d\ie  to  the  non-availability  of 
cotton  and  the  relatively  greater  availability  of  the  raw  mat*rials  from 
which  synthetic  products  are  made.    But  it  has  pIso  been  du?  to  extensive 
technologir-al  advances.     Ccnseoucntly ,  even  when  cotton  becomes  freely  avail- 
able, it  is  not  to_^be  expected  that  these  deficit  countrie-s  will  abandon  the 
production  of  the  synthetic  substitutes.    On  the  contrary,  with  the  technologi- 
cal improvements  already  made  and  those  that  vfill  doubtless  occur,  it  should 
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rather  o^^  c^xp'Ctod  thftt  substitute  fib^-rs  will  be  much  nore  important 
compotitivel.v  than  before  the  war.    'I'his  tendency  is  likoly  to  be  accentu- 
ated in  an;\'-  cotton  import int;  country  that  finds  its  for-ji^.n  funds  too  short 
to  cover  r.ll  of  the  purchases  it  vould  likn^  to  mako  -abroad. 

A  third  factor  which  will  have  a  considerable  influ;-nce  on  the  -^lount-  of 
cotton  thf'.t  moves  in  world  trade  aft.ir  the  war  is  the  situ^.tion  a^  re^rards 
(iconomic  activity  and"  international  trf^de  as, a  whole,    './e  can  be  cuite  sura 
that  the  amount  of  cotton  movinf-^  in  world  trade  will  be  less  if 'the  nations 
of  the  \  orld  experience  i'.  certcT-in  measvire  of  economic  depression  and  are  led 
to  i^ursue  hiit-'hly  nationalistic  policies  as.  a  result.    Obviously,  there  v  ill 
be  a  better  opportunity  to  sell  cotton  in  an  expanding:;  wbrld  economy.,  ,  It 
is  impossible  for  anyone  to  predict  er.actly  vYi^t  will.hap-oeh  in  a  f i^ld  ' 
affected  by  so  many  factors,  economic  as  well  as  political.   'But  . one  thing 
is"  certain,  the  prospect  for. a  hi^'^h  level  of  economic  a-:tiv"ity  in  all  , 
countries  of  the  world  will  be  enhanced  by  national  policies  thft  are  .con- 
ducive t»  a  lPVi:e  exchRn{<e  of  ^oods  amon^:  the  nations  o:^  .the  world.  And 
such  national  policies  "vrill  be  rcxi.ch-.jnore  likely  to  T^revail  in-a  vorld  in 
which  international  collaboration  is  the  rule  rather  than  the  exceiotio-n. 

Taking  these  various  factors  into  account,  it.  seems  safes.t  to  Assume  that 
world  import  reouirenents  for  cotton  after  the  war  will  be  uo  iPrper  than 
the  average  imports  before  the  war,  or  aoout  13,000,000  bs-les  per  annum. 

The  next  assiimption  v.^e  must-  make  concerns  the  sh'^re  that  the  United  States 
may  expect  to  ret '  out  of  this-,totali    Thi.s  will  hin^ie  largely  upon  two 
factors.    The  first  and'most  important  is  that  of  Torice.     The  second  is 
that  of  available  dollar  exchange  in  the  countries  that  .need  to.im-oort 
cotton,  '  '    '  .         \   •  . 

First,  as  to  price.    The  United  otatos  novr  has  a  poli.cy  of  frovernmental 
support  of  the  price  of  cotton  ft  close  to  parity.     I.  think  it  is  well  to 
bear  in  mind  thf't  this  particular  formula  of  parity  .is  an  American  formula 
and  has  not  been  adopted  in  other  cotton  Toroducinrc  countries.     It  is  by  now 
pretty  clear  that  a  price  resulting-  from  this  American  formula  is  hi^^her 
than  the  prices  at  v/hich  other  cotton  ex-oortin/-  countries  are  pret)- rod  to 
increase  production  and  exports  of  cotton..    If  tiiis  is.  so,  it  is  also  clear 
that  the  United  Jtate-s  must  be  prepared  to  acce"ot  lov/er  than  -oarity  prices 
on  export  cotton  if  it  is  to  maintain  its  position  in  world  mrr.kets .     I  d» 
not  fi'O  so.  far  as  to  say  there  would  be  no  e^norts  even  at  parity  since  for 
some  time  to  come  it  is  quite  possible  that  other  ej-portinf'.-  countrie's  will 
not  be  in  a  position  to  supply,  the  total  imr)ort  demand.     ^ut  the  United 
^  States  would  be  in  the  position  of  having  to  tal:"e  what  v/as  left  over  after 
other  countries  got  the  lion's  share. 
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Tho  second  factor  is  thf  t  of  the  purchasing;  -oover  of  our  forei^rn  custom^irs, 
either  in  the  f'orm  of  '.ollars  or  of  /-old.     In  tlie  short  run  this  ov^^r-all' 
-' ;ouT chasing':  pov/er  nav  be  .aiite  substantial  becf  use  of  \'rrtine  developments. 
For  one  tldii/:;,  .sone  countries  ha'/e  "ncreas.'id  cons ic.er ably  their  holdings 
of  t'-old  and  their  capacity  lo  -rro'.uce  it.     /"or  c'>noth''r  z..iiLr,  the  United 
otates  has'  had  to  cut  do\/n  on  conmrircial  ex^:)orts  and  at  the  srmn  time  has 
purchased  consid  rable  anounts  of  var  nf^terials  abroad  and  has  naid  out 
dollars  in  connection  \'ith  the  constructioix  of  bases  and  tho  maintenance 
of  our  f orc'e's  -  in  f o:'e i, -n  countries,    -s-n  a.- ditio^al  siiort  run  factor  '"ill 
be  our  lo'ms  and  investments  nbrord.     All  in  ^  11  it  \'ould  not  seem  ^'S 
thou/ 'h  a  S'lort'.^-.e  of  dollars  I'ould  be,   in  the  short  run,  a  decisive  factor 
in  liraitinfi;  the"  quantities  of  i^-nerican  cotton  bow  ht  by  the  im"oorting 
countries. 

In  the  lonf;  run,  hovrever,   in  vinv'  of  eur  "position  as  the  ^:reatest  creditor 
country  of  the  vorld,  the  F.bility  of  our  forei,-n  customers  to  find  the 
dollars  they  need  in-- order  to  buy  from  us  v/ill  de-Tind  f un^.^^.m'^ntally  on  our 
v;illinf::ness  to  acce'ot  floods  and  services  from  abroad.     This  mp^ns  th^t  we 
should  linve  a  positive  rather  than  a  ne^rative  att'.tv.de  tovprd  imx)orts. 
The  effort  should  be  to  see,   -'n  the  ii.-ht  of  our  own  don-^stic  situation  and 
policies,  )iov/  much  ye  can  acce-ot  rather  than  hovr  little.     Our  reci-orocal 
trade  a/reement  s  Trorram  could  "olay  an  important  "t  rt  in  the  carrying  out 
of  such  a  positive  policy. 

It  shox'ld  be  remembered,  hov/^^ver ,  th^'t  the  •'"act  t^\at  foreif'"n"rs  may  have 
a  lar|i"e  su'oply  of  dollars  does  nOt  necessarily  moan  they  I'ill  S"nend  those 
dollars  for  United  States  cotton.     In  the  -oostv^jar  world  foreirners  will  be 
looking'  'to  the  United  Sta.tes  for  many  thin^-s,   such  as  machinery  to  rebuild 
their  industries  and  equipment  for  their  trans'^tortation  systems,  ---fter 
reconstruction  foreij.;ners  v/ill  continue  to  look  to  the  United  Strt'es  for 
many'  industrial  nroducts,  v/hich  because  of  our  mass  production  methods 
can  be  obtained  here  in  better  quality  a,nd  at  cheaT)or  Torices  than  from 
an^'v/here  else. .in  the  world. 

This  leads  us  back,  therefore,  to  the  question  of  cotton  prices.     It  should 
be  abundantly  clear  that  v^ith  prices  in  the  Ur.ite'l  States  maintained  at  or 
near  parity  tliis  will  not  be  the  country  thf-t  foreign  countries  vi/ill  lo»k 
to  first  in  obtaining.':  their  raw  cotton  sur)plie5, 

Steps  have  a^lready  been  taken  to  "  )ut  our  e.r-oort  price  of  cotton  on  a 
coTipetitive  oasis.     This  e:")ort  prOf'-:ran  v/ill  be  covered  in  anoth-T  state- 
ment to  your  comm5.ttee.     I  wish  only  to  point  out  certain  intern.' t ioiial 
implications. 

There  is  no  doubt  that,  so  lon^:  as  funds  -  re  av9il'ole,  the  pr-^sent  •r  a 
similar  export  pro/'Tam  can  put  our  prices  on  a  basis  thf  t  will  be  attractive 
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to  foreign  importing  countries.  I  may  say  in  this  connection  that  we  have 
some  advantage  in  the  fact  that  over  many  years  American  cotton  has  estab- 
lished a  name  for  itself  in  many  countries  of  the  world. 

But  what  is  likely  to  be  the  effect  of  such  a  program  on  the  world  cotton 
situation?    This  will  depend  in  large  measure  on  how  the  program  is  actually 
operated.    If  it  is  operated  from  a  completely  national  point  of  view  with 
the  idea  of  disposing  of  all  the  surplus  supplies  in  the  shortest  possible 
time,  the  program  can  not  fail  to  have  an  extremely  depressing  effect  on 
world  market  prices.    It  could  also  involve  the  United  States  in  a  trade 
war  which,  besides  being  costly  in  terms  of  public  funds,  would  seriously 
disturb  our  international  economic  relations. 

If,  on  the  other  hand,  the  program  is  operated  conservatively  with  a  view 

to  having  the  least  possible  effect  on  world  prices,  the  result  would  be 

that  the  money  cost  would  be  small  but  we  would  dispose  of  very  little  cotton. 

There  is  a  third  alternative,  and  that  would  be  to  seek,  in  consultation 
with  other  cotton  producing  and  cotton  exporting  and  importing "countries, 
a  collaborative  arrangement  which  would  assure  cotton  importing  countries 
of  adequate  supplies,  on  the  one  hand,  and  would,  o^  the  other  hand,  assure 
reasonable  shares  for  each  of  the  exporting  countries  in  filling  these 
requirements. 

It  seems  to  me  that  there  can  be  no  doubt  as  to  the  course  that  should  be 
taken.    Every  effort  should  be  made,  in  cooperation  with  other  interested 
countries,  to  find  a  collaborative  solution.    It  seems  to  me  the  only  ques- 
tion is,  what  are  the  chances  of  doing  so? 

It  is  important,  I  think,  not  to  minimize  the  difficulties.    There  is  very 
little  doubt  but  that  all  of  the  countries  interested  will  be  prepared  to 
get  together  to  discuss  the  problem.    The  question  is,  will  they  be  able  to 
agree  to  a  solution?    I  must  say  quite  frankly  that  the  answer  t»  that  is 
not  free  of  doubt,    A  good  many  attempts  in  the  direction  of  international 
commodity  collaboration  were  made  during  the  inter -war  period.    In  some 
cases  agreements  were  reached  and  were  put  into  effect.    In  other  cases  it 
was  not  possible  to  go  any  further  than  simply  to  set  up  machinery  for  an 
exchange  of  information.    In  general,  there  were  few  cases  in  which  there 
was  an  effective  international  program.    Still,  it  should  be  noted  that  the 
United  States  has  actually  entered  into  international  agreements  ivith  .res- 
pect to  sugar  and  coffee  and  has  entered  into  a  provisional  arrangement  in 
respect  to  wheat, 

I  should  like  to  touch  briefly  on  the  wheat  agreement  because  it  seems  to 
offer  the  best  illustration  of  the  possibilities.    In  do^ng  so  I  should  say 


first  of  all  that  attempts  to  neTotiate  an  international  agreement  on 
wheat  date  back  to  the  early  nineteen  thirties  and,  alth.ough  an  ajreeaent 
of  a  sort  was  reached  in  1933,   it  lacked  effective  operating  provisions. 
It  v/as  not  until..l942  that  practical  results  v/ere  obtained.     In  that  year 
an  interim  agreeraent  was  reached  between  the  four  principal  v.^heat  export- 
ing countries  of  the  T/orld,  the  United  States,  Canada,  Australia  and 
.Argentina,  and  the  principal  v/heat  importing  country  of  the  world,  the 
United  ■  Kingdom.     Tliis  agreement  provides  among  other  things  for  alloca- 
tions of  exports  betv:een  the  exporting  countries,  it  orovides  the 
mechanism  for  establishing  v/orld  price  limits  and  it  has  provisions  for 
lim.iting  the  accumulation  of  stocks  and  for  expandinr  consumption  through 
contributions  for  relief,  and  in  other  ways.     It  should  be  emphasized 
that  the  affreei::ent  is  not  now  and  has  not  been  in  full  force  and  effect. 
•V^fhat  has  been  accomplished  is  that  an  interim  arrange:, lent  has  been  made 
between  the  five  countries  principally  concerned  and  wh-^t  might  be  called 
a  vforld  vfheat  charter  has  been  drav/n  up  ^-'hicli  can  be  placed  before  a 
truly  representative  international  meeting  i/hen  conditions  are  such:  as 
to  make  this  step  desirable. 

The  principal  feature  of  this  vrorld  w-heat  charter  v/hich  sets  it  apart  ' 
from  practically  all  of  th.e  international  o.f^reement s  attempted  during 
the  nineteen  thirties  is  the  emphasis  that  is  placed  on  '"•■etting  a  truly 
representative  adherence  including  not  only  all  of  the  im.portant  wheat 
exporting  countries  but  also  all  of  the  more  important  v/heat  importing 
countries.     It  also  places  particulai'  emphasis  on  the  importance  of 
securing  as  large  a  v/orld  consiu.'.ption  and  trade  as  possible. 

As  I  said  before,  experience  does  not  give  grounds  for  too  much  optimism. 
But  perhaps  here  is  a  case  i.'here  past  experience  is  not  a  very  <rood  guide. 
For  instance,  critics  of  prev/ar  commodity  agreements  have  called  attention 
to  their  restrictive  nature.     But  they  aopear  to  ovorlool:  the  fact  that 
these  early  attempts  toward  international  cor^imodity  collaboration  i/cre  i:iade 
at  times' v/h en  prices  were  at  record  lov;  levels  and  the  position  of  the 
producers  of  primary  products  was  desnorate.     It  v/as  hardly  the  setting  in 
v/hich  one  v.'ould  expect  positive  action  tov/ard  a  further  expansion  of 
supplies  already  in  excess.     Conversely,  other  critics  point  to  the  failure 
to  obtain  international  a'"rcem.ents  on  particular  products  as  an  argu:Tient 
against '  this,  type  of  international  economic  collaboration.     But  here  a-Tain 
it  must  be  remembered  that  the  years  betv/een  the  "i:ars  and,  iiore  particular  1 
the  period  from  1933  to  1939,  \icre  not  years  of  genuine  peace.     They  v/erc, 
in  fact,  years  which  v/ere  characterized  by  economic  warfare  and  a  state  of 
v;orld  political  affairs  in  which  collaboration  of  any  kind  betvreen  govern- 
ments v.ras  extraordinaril'^^  difficult. 
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We  have  every  reason  to  hope,  in  fact  to  expect,  that  these  unfavorable 
general  conditions  will  not  prevail  in  the  period  iinmediately  following 
the  war.     In  the  first  place,  prices  will  not  be  at  a  low  ebb.  They 
will,  in  fact,  be  supported  by  the  governments  of  various  producing 
countries  at  levels  considerably  hij^her  than  prevailed  in  prewar 
depression  years.     But  more  important  it  seems  to  me  is  the  prospect  for 
a  more  favorable  general  attitude  toward  international  cooperation.  This 
is  evidenced  in  the  United  States  by  resolutions  passed  by  both  houses  of 
Congress  and  statement s -of  the  President  and  of  the  Secretary  of  State. 
It  is  evidenced  by  the  numerous  international  conferences  and  meetings 
that  have  been  held  even  before  the  vjar  has  been  brought  to  an  end. 
Such  conferences  point  to  a  new  method  of  handling  international  problems 
in  the  years  ahead.     In  this  kind  of  environment  there  is  reason  to  have 
a  considerable  degree  of  optimism  as  regards  the  question  of  effective 
international  economic  collaboration.    And  in  this  general  field  of  inter- 
national cooperation  there  is  not,  from  the  point  of  view  of  the  United 
States,  a  more  important  segment  than  that  which  concerns  the  future  of 
international  trade  in  cotton. 
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